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ABSTRACT 
 
The study investigated the informal savings approach as an income-generating and 
poverty alleviation tool for women.  The focus of the study is specifically in the Nelson 
Mandela Bay Municipality.  The purpose of the study was to explore the reasons 
behind the involvement of women, in particular, to the use of informal savings as a 
tool for income generation and poverty alleviation.  South Africa is characterised by 
inequitable growth and development, a high degree of poverty, increasing demands 
and limited resources.  It is because of this backdrop that many women in poor 
communities, both rural and urban, devised brilliant plans to overcome this setback.  
Women, particularly African women, have for a long time been side-lined in economic 
decision making activities, both in their homes and elsewhere.  For the purposes of 
this study, a mixed method research approach was employed, meaning that the 
study will follow both the qualitative and quantitative approaches.  The respondents 
are a mixture of both literate and illiterate persons, and because of that, the 
researcher had to use both English and the home language of the respondents to 
explain the contents of the questionnaires and obtain the relevant information.  The 
study identified the reasons that stokvels, which were believed to be popular in the 
past, and still are, because Black people in South Africa did not have access to 
formal financial institutions, remain popular long after the demise of apartheid.  It is in 
the interest of the citizens of Nelson Mandela Bay Municipality to archive the financial 
activities of its inhabitants as this valuable information will be needed by future 
generations.  This can be done by creating a website or adding a link to the existing 
ones where the information is readily available for the users.  For future research 
purposes, stokvels in various parts of the Municipality and South Africa as a whole 
need to be studied in order to identify and compare to the available literature the 
general success factors. 
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CHAPTER ONE 
INTRODUCTION AND CONTEXT 
 
1.1 INTRODUCTION 
 
The researcher in this study investigates the informal savings approach as an 
income-generating and poverty alleviation tool for women.  The focus of the study is 
specifically in the Eastern Cape Province area of the Nelson Mandela Bay 
Municipality. 
 
Lukhele (1990: 1) defines a stokvel as “a type of credit union, or communal buying 
group, in which a group of people enter into an agreement to contribute a fixed 
amount of money to a common pool weekly, fortnightly or monthly, to be drawn in 
rotation according to the rules of the particular stokvel”. 
 
According to Mashigo (2007), cash and access to cash or credit is central to 
economic life.  Cash is needed for day-to-day consumption, and plays an essential 
precautionary role in the smoothing of consumption.  In the presence of irreversible 
nature of the assets of the poor, their vulnerability to random events or shocks, and 
their uncertainty to future prospects, cash or access to credit is much needed.  
Access to credit is instrumental for development through the social empowerment 
role it plays by motivating income-generating activity, responsible behaviour and 
economic independence. 
 
Mashigo (2007: 2) further argues that “the formal financial sector, that is, banks and 
other non-bank suppliers of credit do not accommodate the need for the poor 
households because of imperfect information or information uncertainty about them, 
and the irreducible uncertainty of the economic environment of the poor.  This means 
that poor households are hindered of access to cash and are without protection 
against the severe impact of relatively minor unfavourable events like temporary 
illness”.  They cannot rely on financial intercession and therefore remain deprived of 
need-based credit. 
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Due to customary laws and practices, rural women in Eastern and Southern Africa 
generally lack assets such as land or cattle.  Furthermore, women are expected to 
provide for the basic needs of children with or without support from the spouse 
(Bratton, 1990).  Some women do undoubtedly benefit substantially from some 
programmes, increasing their income, and using this money to raise their bargaining 
power in the household and their status in the community, like education and training 
(Goetz & Gupta, 1996). 
 
South Africa is characterised by inequitable growth and development, a high degree 
of poverty, increasing demands and limited resources.  It is because of this backdrop 
that many women in poor communities, both rural and urban, devised brilliant plans 
to overcome this setback.  These plans constitute the formation of the stokvel groups 
and savings schemes.  Women, particularly African women, have for a long time 
been side-lined in economic decision making activities, both in their homes and 
elsewhere.  They therefore learnt from this attitude to be self-reliant, and make 
means out of nothing. 
 
In Verhoef (2001), mention is made that there is no official recognition given to 
stokvels in statistics which contributes to the underestimation of their importance, 
both as savings institutions and as mechanisms of poverty alleviation and social 
advancement.  In addition, there is insufficient recognition given to the importance of 
the savings records of stokvels as a basis of access to credit, especially for African 
women. 
 
1.1.1 Research problem 
 
The study focuses on the informal savings approach as an income-generating and 
poverty alleviation tool for women in the Nelson Mandela Bay Municipality.  The 
Eastern Cape Province is seen as one of South Africa’s poorest provinces with a 
relatively larger rural population than other provinces in the country (Irin News, 2004).  
Port Elizabeth has an unemployment rate among the black workforce of 50% 
(Cherry, 1993). 
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The absence of basic financial services, particularly in rural and semi-rural areas is 
seen as a major obstacle to growth and poverty reduction in the country.  In October 
2003, the South African financial sector committed itself to the Financial Services 
Charter (FSC), which acknowledged that access to “first-order retail financial services 
is fundamental to black economic empowerment and to the development of the 
economy as a whole” (Banking Council of South Africa, 2003:119). 
 
Women, as managers of their homes, always find means of sustaining the least they 
have by stretching whatever resources that are at their disposal.  They are the home-
makers, and are prepared to take risks for the survival of their families. 
 
1.1.2 Research question 
 
The study is designed to investigate informal savings as a tool for poverty alleviation 
and income-generation amongst women in the Nelson Mandela Bay Municipality. 
 
The key research questions are as follows: 
 
• What types of informal savings do poor communities employ in order to 
 improve their lives and those of their families and communities at large? 
• Why do they choose to use these methods? 
• How does this impact in their financial status and poverty alleviation? 
• How important is the informal sector as a source of credit? 
 
1.2 RESEARCH AIMS AND OBJECTIVES 
 
This study is worth considering because there is a growing trend in demand for 
informal financial services in townships and rural areas.  The researcher hopes to 
investigate in order to gain an insight and understand the financial activities of 
women in the Eastern Cape area of the Nelson Mandela Bay Municipality. 
 
This research aims to: 
 
• Explore the features of stokvels that make them successful. 
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• Determine why people choose to be members of stokvels. 
• Establish whether gender is an important criterion for stokvel membership. 
 
1.3 SCOPE AND SCALE OF RESEARCH 
 
Port Elizabeth was incorporated into the Nelson Mandela Bay Metropolitan 
Municipality in 2001, along with the neighbouring towns of Uitenhage and Despatch, 
as well as the surrounding semi-rural areas.  The study will focus on women of all 
age groups who are actively involved in informal savings as a means of poverty 
alleviation in the Eastern Cape Province of the Nelson Mandela Bay Municipality. 
 
1.4 RESEARCH OUTLINE 
 
The research is reported in five chapters as follows: 
 
• Chapter One – provides a general background to the research, such as 
 the problem statement, the rationale of the study, the research questions, 
 aims and the objectives of the study, an overview of the research 
 methodology and research outline. 
• Chapter Two – deals with the literature review, looking at the various 
 relevant discussions and issues related to poverty alleviation. 
• Chapter Three – outlines the research methodology followed, and 
 describes the tools and techniques used for collecting data, methods of 
 data analysis and interpretation. 
• Chapter Four – deals with the findings of the structured interviews and 
 surveys collected from the samples. 
• Chapter Five – draws conclusions based on the findings and discussions 
 presented in preceding chapters, and also provide recommendations. 
 
1.5 CONCLUSION 
 
Stokvels play a diverse traditional, social and economic role in Black communities 
and might represent the only access to credit for the poor.  The limited amount of 
credit needed and the irregularity thereof makes links with the formal financial 
5 
intermediaries very challenging.  The key role that stokvels play in South Africa and 
the integral nature of that role in women’s lives indicate the need for pursuing 
innovative solutions to extend the provision of credit. This will require 
acknowledgement of the savings discipline and managerial skills conveyed by 
women through stokvels as a basis of provision of credit, without requiring 
conventional security for loans (Verhoef, 2001). 
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CHAPTER TWO 
LITERATURE REVIEW 
 
2.1 INTRODUCTION 
 
Secondary data in the form of books, published and unpublished reports, the 
Internet, academic journals and other publications will be used for this research.  The 
focus area of the literature review will be on the Informal savings schemes used by 
women as a poverty alleviation tool. 
 
Stokvels remain institutions that exchange millions of rands in the informal markets, 
and in Verhoef (2001), the author claims that the stokvels are the biggest generator 
of informal funds in South Africa.  She further argues that they represent a 
mechanism which women ingeniously exploited to generate funds for survival.  The 
traditional informal financial sector exemplified by stokvels is very important in 
providing credit to poor households.  These institutions have a history of success and 
have for some time made access to credit possible for even the poorest of the poor. 
 
Savings and credit networks like stokvels have not received recognition or support 
they deserve that is in proportion with their current and potential contribution to 
improving the livelihoods of the economically marginalised majority (World Bank, 
2002). 
 
Stokvels in South Africa began in the early 19th century as a spin-off of “stock fairs” 
whereby English settlers had rotating cattle auctions in the Eastern Cape.  These 
fairs were a lively place for interaction, socialising and gambling among farmers and 
labourers.  These later spilled over into meetings of a similar nature in the Black 
communities, and were no longer associated with stock fairs (Lemire, Pearson & 
Campbell, 2001:93). 
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2.2 TYPES OF INFORMAL SAVINGS/STOKVELS 
 
Stokvels can in general terms be defined as an umbrella term used to describe 
informal savings organisations in the African community in South Africa.  Stokvels 
operate mainly in Black areas, and have social, economic and entertainment 
functions (Verhoef, 2002:24). 
 
Stokvels are sometimes referred to as Rotating Savings and Credit Associations 
(ROSCAs).  ROSCAs are found all over the world and have existed for at least the 
last two centuries.  Their popularity has increased in South Africa.  They have 
become part of a specifically African culture, which has managed to combine 
Western ideas of savings and credit, with the warmth and concern of traditional 
associations.  “In the Eastern Cape a ROSCA is known locally as an “umgalelo” or 
“umgalelo club” or simply as a club.  The word “umgalelo” comes from the Xhosa 
verb “to pour”, and refers to the regular pooling or “pouring” of money into a kitty” 
(Thomas, 1991:291-292). 
 
Stokvels later evolved into burial societies when mine migrant workers started 
experiencing increased mortality rates.  Burial societies came about due to the need 
in lower-income communities in South Africa to cope with the cost and shared 
responsibility of death.  The purpose of burial societies is to encourage members to 
save each month so that they are able to provide funds at the time of death.  The 
average membership of societies is fifty to eighty members.  Burial societies also 
offer emotional and physical support at the time of death to members and family. 
 
Many stokvels are run by women, often in groups of only a dozen or more.  Each 
member makes a monthly contribution as agreed and accepted by the group.  Some 
are run as burial societies, which use the money only for funerals, traditionally 
important affairs for Black South Africans.  In others, members take turns to use all 
the pooled money to buy household items like appliances, or to start a small 
business, which they would be unable to afford individually.  Payments are regulated 
by trust and social obligation.  Members draw up their own rules of operation.  These 
unions provide useful finance to small groups who would otherwise find it hard to 
raise money from banks and other formal lenders. 
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2.2.1 Categories of stokvels 
 
Porteus and Hazelhurst (2004:193-194) identified various categories of stokvels 
including the following: 
 
• The contributions stokvel:  A traditional savings scheme in which members 
 contribute a fixed amount of money to a common pool weekly, fortnightly 
 or monthly.  Members would receive the lump sum on a rotational basis, 
 and they are free to use the money for any purpose. 
• The basic stokvel:  Differs from the contribution stokvel in that it could also 
 function as a savings scheme that pays out for specific events, such as 
 death or at Christmas. 
• The grocery stokvel:  Collects the grocery or cash coupons that members 
 receive from supermarket chains, and distribute these coupons at the end 
 of the saving period, usually in December. 
• The purchasing stokvel:  Collects and pool money on a regular basis and 
 use it to purchase big items that could be used by the group to generate 
 income – for example, such as a marquee that could be rented out to the 
 community for use on special occasions. 
• The family stokvel:  Invests money in formal bank accounts or financial 
 services.  The money is paid out according to the needs of the family. 
• The investment group:  Invests money in order to benefit from the interest.  
 When an investment is paid out, the money is split but in some cases part 
 of it would be kept back for re-investment. 
• The party stokvel: Arranges street or jazz parties, often with live 
 entertainment.  An entrance fee would be charged, and food and drink 
 would be on sale.  Members share the profits. 
• The borrowing stokvels:  Lends money at high monthly interest rates.  The 
 above forms of stokvels can also lend money to members at an interest 
 rate as determined by the members in their constitution. 
• The burial societies:  They could be informal funeral schemes and provide 
 informal insurance to help the family to transport the body to its traditional 
 home and pay for the funeral.  They also provide practical support for the 
 family during the preparations. 
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2.3 MOTIVES FOR PARTICIPATION IN STOKVELS 
 
2.3.1 Quick financing of the purchase of durable goods 
 
Besley, Coate and Loury (1993) argue that stokvels allow individuals to receive the 
pot earlier than through individual savings, and thus to make the desired indivisible 
expenses sooner than if they had saved on their own.  This applies to all members 
except the last one in the cycle.  When the cycle starts there is no uncertainty about 
the timing of the pot recipient.  The order is determined by the governing body in 
consultation with all members, according to various criteria, for example, good 
payment record, seniority, etc., which is decided at the beginning of the cycle. 
 
2.3.2 Insurance 
 
Another motive for joining the stokvel is that such an association can act as a 
substitute for insurance.  Some flexibility is provided by allowing a member in need to 
receive the pot at an earlier round, by consensus of all members. 
 
2.3.3 Intra-household conflicts 
 
Anderson and Baland (2002) present a model of intra-household conflicts in 
consumption decisions.  In their bargaining framework, men and women, sharing a 
common budget, exhibit asymmetric preferences for household goods; women have 
always a larger preference for the indivisible goods, and therefore want to save at a 
higher rate than men.  In some cases women join the association in order to hide or 
secure their savings from their husbands.  They could then purchase an indivisible 
good, which they prefer, whereas men would rather opt for present consumption.  By 
joining a stokvel, women thus commit part of the household’s income against their 
husband’s preference. 
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Figure 2.1: Usage of stokvel savings 
 
(Source:  Financial Diaries. 2005. Investigating the financial lives of the poor. 
Available www.financialdiaries.com) 
 
Tracking some surveys from 2001 to 2006, Scheepers (2007) found the following 
estimates of usage:  Even though there are discrepancies for the number of people 
that utilise stokvels, it is apparent that stokvels are a significant part of the South 
African informal savings market.  Verhoef (2001) says that stokvel activities have a 
definite multiplier effect in the economy by keeping money moving in the informal 
sector. 
 
2.4 HOW ARE STOKVELS FORMED? 
 
Social savings clubs are formed by groups of people with similar and common goals 
who pool their money.  Members of the club could be saving for large ticket items, 
Christmas or any other occasion as they see a need.  In earlier years stokvels were 
regarded as street or jazz parties, often with live entertainment.  An entrance fee 
would be charged, and food and drink would be on sale.  This perception and 
operation has since changed.  Stokvels are more dignified affairs, and operate in the 
members’ homes on a rotational basis.  Because of an increase in robberies and 
theft, it would not be a safe option to hold a stokvel in a public space nowadays. 
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At www.ehow.com/how_5568540_start-social-savings-club.html an outline of how to 
start a social savings club is made as follows: 
 
• Determine interested members of the social savings club.  Members 
 should have similar savings goals. 
• Choose a monthly savings amount that is manageable to all members, 
 and the number of meetings per month. 
• Set a schedule for pay-outs based on the group’s common goal, for 
 example, savings for Christmas will be paid at the end of the year. 
• Select a committee, assigning a Chairperson, Secretary and Treasurer to 
 keep record of all the club’s decisions and finances. 
• All members must sign a membership agreement, listing a member’s 
 name, address and agreed-upon savings amount and pay-out date. 
• Make sure that you trust the members of your social club 
 (http://www.ehow.com/how_5568540_start-social-savings-club.html). 
 
The development of stokvels has not been without problems, one of which is the 
problem of defaults.  There are two common categories of defaults.  The first one 
concern members who fail to maintain regular weekly or monthly contributions.  The 
second category of default concerns loan repayments that fall into arrears.  
Generally, however, default is rare.  When default does occur, most groups adopt 
strategies that are appropriate to the case.  For example, people who do not maintain 
regular contributions may be fined at a certain rate, or a committee appointed by the 
stokvel may visit someone whose loan repayment is overdue, as agreed in the 
constitution of the stokvel.  Unemployment, illness and death are perhaps the main 
causes of default, and here some groups display considerable sympathy (Lukhele, 
1990). 
 
2.5 PROFILE OF THE STOKVEL MEMBERS 
 
Traditionally, stokvels are dominated by women, as were many of the social 
gatherings, but mixed and male-only groups were beginning to emerge.  FinScope 
(2003:65-66) defined the profile of the typical stokvel member as mainly female 
(60%).  The majority of the members were Black, and 65% of the members were 
12 
urban-based, with over half of all stokvel members living in Gauteng and KwaZulu-
Natal.  Most members were relatively poor (76%), and that the average age of 
participants was between 25 and 49 years, peaking at 35 to 49 years.  Contributions 
to stokvels were typically between R50 and R100 per month (FinScope Interview with 
Lukhele, 2008). 
 
Over the years, other informal financial organisations such as micro-credit 
organisations and savings clubs had also emerged.  Moreover, after 1994, the ANC-
led government started to reconstruct South Africa’s economy so that it would benefit 
all South Africans.  Accordingly, from 1994 to 2009, the delivery of financial services 
to the previously unbanked in South Africa underwent a radical change. 
 
The Finmark Trust (2002) reported that 12% of the adult population (3.56 million 
households) use stokvels.  This report also stated that the total amount invested in 
stokvels annually is R5.61 billion, and that the total amount invested by the unbanked 
in stokvels annually is R1.36 billion. 
 
Figure 2.2: Average quarterly investment in stokvels by unbanked segments 
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(Source: Marketscape. 2002. The total estimated amount invested in stokvels 
annually by the unbanked sector is R1, 36 billion.) 
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Figure 2.3: Average monthly investment in burial societies by unbanked 
segments 
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(Source:  Marketscape.  2002.) 
 
Total estimated amount invested into burial societies annually by the unbanked 
sector is R2.6 billion. 
 
2.6 THE ROLE OF NATIONAL STOKVELS ASSOCIATION OF SOUTH 
 AFRICA (NASASA) 
 
The apartheid authorities regarded the stokvel parties as shebeens or taverns, 
resulting in arrests based on illegal selling of liquor.  This led to the formation of 
National Stokvels Association of South Africa (NASASA) in 1988.  NASASA became 
a national self-regulating umbrella body for all stokvels, including burial societies and 
other informal savings clubs.  It was registered as a Section 21 (non-profit) company 
and served by appointment of the Minister of Finance on the Standing Committee for 
the Revision of the Banks Act.  NASASA currently represents 150 000 individual 
members from 11 000 groups nationwide (Lukhele, 1990). 
 
NASASA defined its role as that of a representative body, acting as an intermediary 
between members and government, the business sector and organs of civil society, 
endeavouring to promote the culture of Ubuntu to the formal sector, whereby 
members gained recognition for their role in society (Lukhele, 1990).  In the past, 
NASASA members had been required to pay a subscription fee of R30 per year, but 
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this was scrapped in 2004 when the organisation was restructured.  Subscription 
fees were replaced by allowing members to profit as shareholders from the activities 
of NASASA’s business arm, NASASA Relations Company (Pty) Ltd.  The company’s 
shares were controlled by NASASA Trust, of which members were beneficiaries.  
The objective of the company was to partner in business deal with suppliers of 
stokvels, and for members to eventually share in the profits.  In the meantime, until 
profits were realised, NASASA received funding from development agencies such as 
United States Agency for International Development (USAID) and the Independent 
Development Trust (IDT) (Lukhele, 1990). 
 
NASASA defines stokvels to have the following characteristics: 
 
• Voluntary membership. 
• Groups are informal; they are not formally regulated but rely on trust as 
 the mechanism to ensure the safety of funds. 
• Functioning of these groups is solely the responsibility of members. 
 
In 1996, the South African Reserve Bank (SARB) started targeting stokvels by 
publishing a green paper to show its position on stokvels.  By 2006, the SARB 
introduced legislation pertaining particularly to stokvels.  An amendment was made to 
the Banks Act of 1990 to cater for stokvels whereby they are seen as falling outside 
the definition of the commercial bank.  This meant that stokvels were viewed as legal, 
self-governing entities, operating outside the regulations covering the banks.  They 
were, therefore, allowed to take deposits from their members only, but were not 
allowed to hold on excess of R9.99 million at any one time.  Any stokvel exceeding 
this amount would be required to register as a mutual bank, and would then legally 
fall under the Mutual Banks Amendment Act, 1994.  Stokvels also had to affiliate 
themselves with NASASA (http://www.reservebank.co.za). 
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2.7 FACTORS CONTRIBUTING TO THE FORMATION OF STOKVELS 
 
2.7.1 Poverty 
 
According to Baulch (1996), poverty is multifaceted and it can be linked with hunger, 
unemployment, exploitation, and lack of access to clean water, sanitation, health 
care or schools.  Poverty is seen as multifaceted in that everyone’s view and 
experience of poverty is different, based on the type of poverty that prevails in that 
community.  The World Bank (2004) identified basic types of poverty as reflected in 
various ways as follows: 
 
• alienation from the family; 
• food insecurity; 
• crowded homes; 
• lack of access to social services; 
• usage of basic or primitive forms of energy; 
• lack of adequately paying secure jobs; and 
• fragmentation and disintegration of the family unit. 
 
Poverty is generally acknowledged as one of the most serious problems facing post-
apartheid South Africa (Budlender, 1999).  Pearce (2003) supports this view by 
echoing that poor people are housed in substandard houses, are under-educated 
and under-employed.  She is of the opinion that the growth of their poverty increases 
the spread of poverty in their communities in which the cycle can be passed on to the 
next generation if not well addressed. 
 
Mullen (1995) points out that poverty reduction and alleviation have returned to a 
priority position on the agenda of most development agencies, and have opened a 
more critical appraisal of national and international interaction methods to be applied 
to poverty eradication.  He further argues that the failure of the past efforts to address 
poverty alleviation, such as Structural Adjustment Programmes (SAPs), has 
necessitated a move towards policies and programmes that will constitute a direct 
attack on poverty reduction and alleviation as explicit central objectives. 
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2.7.2 Unemployment 
 
Unemployment is one of South Africa’s most pressing socio-economic challenges, 
affecting a quarter of the workforce.  Rodrik (2008) identifies manufacturing’s poor 
performance relative to skill-intensive services as the main cause behind rising 
unemployment amongst lower-skilled job-seekers.  Moreover, most manufacturing’s 
decline since the end of apartheid is attributed to low profitability caused by rising 
import competition. 
 
According to Kingdon and Knight (2003), unemployment is a matter of serious 
concern in South Africa.  Unemployment affects economic welfare and production.  It 
also leads to the erosion of human capital, social exclusion, crime and social 
instability.  Some view unemployment and the rise thereof as the most serious threat 
facing South Africa and its governance (Kingdon & Knight, 2003). 
 
Table 1: The unemployment rate in South Africa 
YEAR UNEMPLOYMENT RATE 
2003 37.00% 
2004 31.00% 
2005 26.20% 
2006 26.60% 
2007 25.50% 
2008 24.30% 
2009 22.90% 
2010 24.00% 
2011 23.30% 
(Source: CIA World Factbook.  March 11, 2010.  Available on www.indexmundi.com) 
 
Table 1 above clearly indicates that unemployment is remarkably high and rising.  It 
shows a significant increase in the unemployment rate from 30.4% in 2002 to 37% in 
2003.  Using the official definition of unemployment, approximately 16.8 million 
people were economically active, with 11.6 million employed and 5.2 million 
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unemployed (UNDP, 2003).  The unemployment rate declined to 26.20% in 2005, but 
again rose to 26.60% in 2006. 
 
2.7.3 Banks and formal savings 
 
When Black South Africans were denied access to the formal banking sector during 
the apartheid era, stokvels provided an important alternative banking and savings 
vehicle.  Today, a stokvel is an informal pooling and sharing of resources, including 
knowledge and funds, and in effect works as a community savings club. 
 
2.8 CONCLUSION 
 
Verhoef (2001) states that women play a central role in the maintenance of their 
families and this must be recognised as a fundamental reason why women’s stokvel 
activities deserve more attention.  According to her, women’s savings through 
stokvels must therefore be acknowledged through improved access to regular credit 
offered at reasonable interest rates, an opportunity that will enhance the status of 
Black South African women in financial matters, and facilitate the alleviation of 
poverty by recognising the continued central economic role of women in African 
families. 
 
According to Lieberman (2001), there is a huge gap between the demand and supply 
of microfinance, and that the only way to close this gap is for the Microfinance 
Institutions to mobilise savings, to raise capital commercially and to service clients 
through extensive branch networks. 
 
Although stokvels have operated in South Africa since at least early in the 20th 
century, there is very little detailed anthropological work on them, and what there is 
was generally done several decades ago – notably Kuper and Kaplan (1944); 
Hellman (1948); Brandel-Syrier (1971); Wilson and Mafeje (1963); Mayer and Mayer 
(1971).  More recently work by Cross (1986) on rural stokvels, and by Kokoali (1987) 
on religious organisations in Paarl, Thomas (1989), Webb (1989) and Lukhele (1990) 
on urban stokvels (Ardener & Burman 1996). 
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A study undertaken by Makinor in October 1989 in Cape Town provides an indication 
of the size of the phenomenon in urban areas – although it must be borne in mind 
that stokvels also exist in rural areas, where some 60% of Africans in South Africa 
still live.  Makinor concluded that a quarter of the African adult population in 
metropolitan areas were members of stokvels, i.e. burial societies or communal 
buying groups (Scott-Wilson & Mailoane, 1990).  Some 60% of stokvel members are 
women (Lukhele, 1990), and according the Makinor study are likely to aged between 
24 and 49, in the higher monthly income groups, and working.  This profile is 
somewhat misleading when applied to Cape Town’s stokvels. 
 
Kokoali (1987) suggests that stokvels began as savings clubs among contract 
labourers, especially on the mines, and Lukhele (1990) writes that women have been 
involved in stokvels since at least early in the 20th century, when their traditional role 
as the brewers of beer evolved into that of running shebeens – places where beer 
and other alcoholic drinks were sold, and parties organised as vehicles for stokvels.  
In those days respectable Africans did not usually belong, but as Lukhele explains, 
African women running shebeens began to use the stokvels as a means of protection 
from police harassment for selling liquor.  In Lukhele (1990), his research is confined 
to the Gauteng region, then called the PWV area, i.e. Pretoria, Witwatersrand and 
the Vaal. 
 
In the above explanation about the functions and visibility of the movements of 
stokvels by different scholars, it is evident that no researcher has looked into stokvels 
from this perspective in the Nelson Mandela Bay Municipality, but only confined in 
the bigger metros like Gauteng and the Western Cape.  It will therefore be very 
interesting to document the activities of stokvels in this area as it seems to be a 
common phenomenon amongst women, and not necessarily working women, but 
also those who do not have any formal employment. 
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CHAPTER THREE 
RESEARCH METHODOLOGY 
 
3.1 INTRODUCTION 
 
For the purpose of this study, a mixed method research approach will be employed, 
meaning that the study will follow both the qualitative and quantitative approaches.  
According to Creswell (2003), a mixed method approach is commonly defined as a 
research method that combines elements of both qualitative and quantitative 
approaches, for in-depth understanding and verification.  Greene (2008) also argues 
that this approach offers better generality as well as magnitude and dimensionality.  
The mixed methods approach intensifies the effect and enriches the adaptability of 
the research design (Maree, 2007).  The mixed method approach is inclusive, 
pluralistic and complementary, and also encourages an assortment of approaches to 
the selection of methods of research (Johnson & Onwuegbuzie, 2004). 
 
The collected data will be analysed and the results presented in the form of tables, 
percentages and graphs.  The results will be used to draw conclusions and formulate 
recommendations. 
 
According to Denzin (2002), research is a systematic examination intended to 
discover new information and to expand or verify existing knowledge in an attempt to 
solve a problem.  Research methodology refers to all the measuring instruments, 
techniques and procedures adopted in a research project in order to collect, analyse 
and interpret data, whereby research findings can be deduced.  The term research 
reflects a human activity based on intellectual investigation and aimed at discovering, 
interpreting, and revising human knowledge on different aspects of the world (Maree, 
2007). 
 
The purpose of this chapter is to outline the following aspects:  the research design, 
the tools and techniques used for collecting data, methods of data analysis and 
ethical considerations.  In Chapter One, the following key questions were asked, 
which form an integral part of the research methodology: 
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• What types of informal savings do poor communities employ in order to 
 improve their lives and those of their families and communities at large? 
• Why do they choose to use these methods? 
• How does this impact in their financial status and poverty alleviation? 
• How important is the informal sector as a source of credit? 
 
3.2 RESEARCH DESIGN 
 
Bless and Higson-Smith (1995:63) provides the following definition of a research 
design: “The plan of how to proceed in determining the nature of the relationship 
between variables is called a research design”.  The function of the research design 
is to ensure that evidence is obtained which will be instrumental in answering the 
research question as explicitly and accurately as possible (De Vaus, 2001). 
 
The research was conducted in a combination of qualitative and quantitative 
methods.  According to Creswell (2003), a mixed method design is useful to capture 
the best of both quantitative and qualitative approaches.  Mixed methods research is 
commonly defined as a method that combines elements of both qualitative and 
quantitative research approaches, for in-depth understanding and verification.  In 
Creswell (2005), the mixed method approach is defined as a procedure for collecting, 
analysing and mixing both qualitative and quantitative data at some stage of the 
research process within a single study, in order to understand a research problem 
more completely.  In this approach a researcher collects both numeric and text 
information to answer the study research questions.  The term “mixing” implies that 
the data or the findings are integrated or connected at one or several points within 
the study (Maree, 2007). 
 
3.2.1 Explanatory mixed method design 
 
The explanatory design is the most straightforward mixed methods design.  The 
purpose of this design is to use the qualitative findings to help clarify the quantitative 
results.  The rationale is that the quantitative results provide a general picture of the 
research problem while the qualitative results refine, explain or extend the general 
picture (Creswell, 2003).  In this design, a researcher collects data in two separate 
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phases.  First the quantitative data is collected and analysed.  After the analysis of 
the quantitative data is complete, the researcher collects and analyses the qualitative 
data.  The word explanatory in the design name suggests that the qualitative findings 
help to explain the quantitative results obtained from the first phase (Maree, 2007).  
Note the sequential flow of the quantitative and qualitative phases in the diagram. 
 
Figure 3.1: Explanatory mixed methods design 
 
 
 
 
(Source:  Maree, 2007) 
 
3.2.2 Research objectives accomplished in mixed methods research 
 
There are four main reasons for combining quantitative and qualitative methods 
within on study (Creswell, 2003): 
 
• Explain or elaborate on quantitative results with subsequent qualitative 
 data. 
• Use qualitative data to develop a new measurement instrument or theory 
 that is subsequently tested. 
• Compare quantitative and qualitative data sets to produce well-validated 
 conclusions. 
• Enhance a study with a supplemental data set, either quantitative or 
 qualitative. 
 
3.2.3 Qualitative research 
 
Qualitative research is an inquiry process of understanding where a researcher 
develops a complex, holistic picture, analyses words, reports detailed views of 
informants, and conducts the study in a natural setting (Creswell, 2007).  In 
qualitative research, a researcher often approaches reality from a constructivist 
Quantitative data 
collection and analysis 
Quantitative data 
collection and analysis 
Quantitative        Qualitative 
Interpret how qualitative 
results explain quantitative 
results 
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position, which allows for multiple meanings of individual experiences (Denzin & 
Lincoln, 2005). 
 
Creswell (2003) states that the qualitative approach is one in which the inquirer often 
makes knowledge claims based on constructivist perspectives, i.e. multiple meanings 
of individual experiences, meanings socially and historically constructed, with the aim 
of developing a theory or pattern.  According to Henning (2004), the qualitative 
researcher wants to discover how human interactions take place, and why these 
interactions happen in the manner in which they do in certain situations.  The 
researcher examines the qualities, characteristics, or properties of the phenomenon 
in order to grasp, comprehend and explain their world. 
 
The goal of qualitative research is to explore and understand a central phenomenon, 
which is the concept or process explored in a qualitative research study (Creswell, 
2005).  The research questions are general and broad, and seek understand 
participants’ experiences with the central phenomenon.  The sample size is small 
and is purposefully selected from those individuals who have the most experience 
with the studied phenomenon (Patton, 2002).  The major qualitative designs of 
qualitative inquiry include the case study, phenomenology, grounded theory, 
ethnography and narrative research (Creswell, 2007). 
 
Qualitative research is suitable for this research because the study seeks to have an 
in-depth understanding of the activities that occur within these groups.  One of the 
major features of qualitative research is that it focuses on naturally occurring, 
ordinary events in a natural setting. 
 
3.2.3.1 Characteristics of qualitative research 
 
Maree (2007) identifies four main types of qualitative data as follows: 
 
• Individual focus group interviews – transcripts of interviews with the 
 participants. 
• Observations – notes and pictures taken by the researchers during the 
 observation. 
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• Documents – public and private records about the studied phenomenon. 
• Audio-visual materials – pictures or audio recordings of people, places or 
 events. 
 
3.2.4 Quantitative research method 
 
In quantitative research, an investigator relies on numerical data to test the 
relationship between variables (Charles & Mertler, 2002). The quantitative researcher 
tests the theories about reality, looks for cause and effect, and uses quantitative 
measures to gather data to test the hypotheses or questions.  The researcher relates 
the variables to determine the magnitude and frequency of the relationships.  
Quantitative studies are either descriptive or experimental.  A descriptive study 
establishes only associations between variables, while an experiment establishes 
probable causality (Maree, 2007). 
 
Quantitative research has a tendency to clarify where clarification is not appropriate, 
and involves an analysis of numerical data.  It uses structured questions with a 
limited number of predetermined response options.  Usually a relatively number of 
respondents is involved.  Quantitative data is more efficient and able to test 
hypotheses. 
 
3.3 POPULATION AND SAMPLING 
 
The sample group is taken from a sub-sample of the informal savings groups of 
women in the surrounding areas of the Nelson Mandela Bay Municipality, in the Joe 
Slovo informal settlement and KwaNobuhle Township in Uitenhage. 
 
A research population is generally a large collection of individuals or objects that is 
the main focus of a scientific query, and is also known as a well-defined collection of 
individuals or objects known to have similar or common, binding characteristics or 
traits.  A sample is simply a subset of the population.  The sample must be 
representative of the population from which it is drawn, and must have a good size to 
warrant statistical analysis.  The main function of the sample is to allow the 
researchers to conduct the study to individuals from the population so that the results 
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of their study can be used to derive conclusions that will apply to the entire 
population (http://www.experiment-resources.com/research-population.html).  It is 
usually impossible to include the entire population in a study, the two main 
restrictions being time and cost.  Consequently, in the majority of surveys, especially 
where the population is fairly large, the researcher will have to make use of sampling.  
The population in this study includes all informal savings groups in the Nelson 
Mandela Bay Municipality.  Convenient sampling will be used for this research where 
the first groups that are able to meet during the time when the researcher is 
available.  Convenience sampling will be used because of time constraints, and the 
availability of funds to collect the data.  Convenient sampling is a form of non-
probability sampling that is used in the following situations: 
 
• Not much time is available – results are needed urgently. 
• The measuring instrument needs to be tested. 
• Preliminary studies have to be done in the development stage of a survey. 
• Not much money is available. 
• The population is difficult to find (Maree, 2007). 
 
Mouton (1996:132) states that sampling is a familiar notion.  In everyday life we talk 
of sampling when we refer to the process of selecting things or objects when it is 
impossible to have knowledge of a larger collection of these objects.  In social 
research, sampling refers to probability sampling procedures which involve some 
form of random selection of elements from a target population.  The aim of sampling 
in social research is to produce representative selections of population elements. 
 
In order to generalise from the findings of a survey, the sample must not only be 
carefully selected to be representative of the population; it also needs to include a 
sufficient number, or adequate size.  The use of surveys in social research does not 
necessarily have to involve samples of thousands of people or events.  Surveys and 
sampling are frequently used in small-scale research involving between 30 and 250 
cases.  The smaller the sample, the simpler the analysis should be, in the sense that 
data should be subjected to fewer sub-divisions (Denscombe, 2003). 
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The table below represents the population and sample that was selected by the 
researcher in fulfilling the requirements of this investigation. 
 
Table 2: Focus group schedule 
 STOKVEL A STOKVEL B STOKVEL C 
Date 01 & 02 August 2011 09 & 10 Aug 2011 15 August 2011 
Place KwaNobuhle Joe Slovo Gunguluza 
Time of consultation 11h00 – 14h00 11h00 – 14h00 10h00 – 14h00 
No. of participants 39 26 16 
Total No. in group 50 45 25 
Years in operation 20 years 9 years 2 years 
 
The researcher interviewed members from three stokvel groups that operate in 
different locations of the Nelson Mandela Bay Municipality as depicted in the above 
schedule.  Of the many groups that operate in this fashion in the metro, the selected 
ones were more than willing to share their experiences with the researcher, which 
made it easy to access the information required in this study.  Also, because of 
financial constraints and time frames, the researcher thought it wise to consult with 
smaller groups that responded quickly to her request, in order to complete the 
research on time. 
 
The groups that were interviewed comprised of varying numbers of membership 
between 25, 45 and 50 members in each group, and with a life span of 2, 9 and 20 
years respectively in operation.  Of the total number of 120 members that belong to 
the groups, only 39, which is equivalent to 32.5% of the total membership, were not 
available for consultation, which is fairly represented in the whole investigation.  
Validity issues are internal to a study and concern whether the research has been 
designed so that it truly deals with what is being examined.  The other validity issue 
concerns the external question of whether or not the results will remain truthful when 
subsequently applied outside the original investigation (Locke et al., 2009).  More 
information on this is analysed in the next chapter of findings. 
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Although this phenomenon is quite common in the area of research, there is no 
recorded documentation of the activities of informal savings in Nelson Mandela Bay 
Municipality, and this was confirmed by the Information Department of the Nelson 
Mandela Bay Business Chamber (see Appendix B).  From the researcher’s 
observation, there are also stokvel activities that take place in the workplace as well 
as at the places of residence.  Some members confirmed that there are those groups 
that meet informally in the workplace on pay day.  This is done in order to avoid 
default from contributions.  This, they said, is also practised by professionals who are 
employed in the government departments, like teachers and health workers. 
 
3.4 METHODS OF DATA COLLECTION 
 
A quantitative action research based on grounded theory and structured surveys was 
used as a means to collect primary data.  A confidentiality indemnity contract will be 
drawn up to assure all participants that all data that will be collected will not be 
disclosed to third parties. 
 
The researcher used documents as a data gathering technique; the focus was on all 
types of written communications that may shed light on the phenomenon that she is 
investigating.  Written data sources included published and unpublished documents, 
reports, memoranda, agendas, administrative documents, letters, reports, email 
messages, faxes, newspaper articles, or any document that is connected to the 
investigation.  The method adopted in this study involved visits to the gathering 
venues of the stokvel members in Uitenhage and Port Elizabeth, covered only a 
small portion of the Nelson Mandela Bay Municipality. 
 
Interviews and observations following the questionnaires were used to clarify and fill 
in the gaps in the completed questionnaire (see Appendix A).  For primary data the 
combination of the methods ensured thorough coverage in as far as resources could 
go.  Secondary data covered library research for relevant literature from all possible 
sources, including journal articles, books, theses, and the internet and expert 
contacts. 
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3.4.1 Quantitative techniques: Questionnaires 
 
The researcher conducted a quantitative research based on grounded theory, and 
structured surveys were used as a means to collect primary data (see Appendix A). 
Strauss and Corbin (1990) define a grounded theory as a theory that is inductively 
derived from the study of the phenomenon it represents.  That is, it is discovered, 
developed and provisionally verified through systematic data collection and analysis 
of data pertaining to that phenomenon. 
 
In the structured interview, questions are detailed and developed in advance.  It is 
frequently used multiple case studies or larger sample groups to ensure consistency, 
but if they are overly structured they inhibit probing. 
 
The contents of the questionnaire are communicated verbally, permitting instant 
exploration of an event.  The advantages of implementing a questionnaire in this 
study are that this should provide the researcher with the opportunity to explain the 
research, participants will not be required to be literate (Delport, 2002). 
 
A confidentiality indemnity contract was drawn up to assure all participants that all 
data that will be collected will not be disclosed to third parties. 
 
3.4.2 Qualitative techniques:  Focus group interviews 
 
Focus group, semi-structured interviews were conducted in order to elaborate on the 
quantitative data and generate qualitative data on detailed views and opinions of the 
respondents regarding the use of informal savings as a tool to generate income and 
poverty alleviation.  A set of predetermined open-ended questions on an interview 
schedule were developed to guide the researcher during the interviews, and 
participants were guided and encouraged to share their experiences and views. 
 
Semi-structured interviews are commonly used in research projects to corroborate 
data emerging from other data sources.  Usually it requires that the participant 
answer a set of predetermined questions.  It does allow for probing and clarification 
of answers. 
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Open-ended interviews often take the form of a conversation with the intention that 
the researcher explores with the participant her views, ideas, beliefs, attitudes about 
certain events or phenomena.  Participants may propose solutions or provide insight 
into events, but the main focus is on their own perceptions of the event or 
phenomena being studied. 
 
Holstein and Gubrium (2003) describe interviewing in qualitative studies as a unique 
form of conversation, which provides the researcher with empirical data about the 
social world, simply by asking participants to speak about their lives. 
 
Patton (2002) describes a focus group interview as an interview with a small group of 
people on a specific topic.  Groups are typically between six and ten people with 
similar backgrounds, who participate in the interview for a period of one to two hours. 
 
3.5 DATA PROCESSING AND ANALYSIS  
 
Mayan (2001:21) provides the following explanation of data analysis: “The process of 
observing patterns in the data, asking questions of those patterns, constructing 
conjectures, deliberately collecting data from specifically selected individuals on 
targeted topics, confirming or refuting those conjectures, then continuing analysis, 
asking additional questions, seeking more data, furthering the analysis by sorting, 
questioning, thinking, constructing and testing conjectures, and so forth”. 
 
The collected data was analysed and the results presented in the form of tables, 
percentages and graphs.  The results will be used to draw conclusions and formulate 
recommendations. 
 
3.5.1 Qualitative and quantitative data analysis 
 
A mixed method approach was used in this research to permit a parallel mixed 
analysis.  This approach allows for the concurrent analysis of both quantitative and 
qualitative data.  Quantitative measures strive for precision by focusing on items that 
can be counted into predetermined categories and subjected to statistical analysis.  
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Maree (2007) refers to the process for analysing the quantitative data collected as 
follows: 
 
Step1: Involves a series of analysis to test the integrity of the data.  Validity 
 checks of the data were conducted in order to identify: 
 (i)  Inconsistencies in the data within each data collection instrument 
 (ii)  Unreasonable entries 
 (iii) Impossible entries 
Step 2: Involves conducting descriptive analyses for each question.  Descriptive 
 statistics described data in terms of measures of central tendency 
 measures of dispersion. 
Step 3: Involves the cross-tabulation and comparison of information within and 
 between target groups where sufficient sample size existed.  Comparative 
 analysis or analysis of group differences required tests of statistical 
 difference. 
Step 4: Involves testing the reliability of questions measuring the involvement and 
 participation of women in informal savings schemes in Nelson Mandela 
 Bay Municipality.  
Step 5: Involves the determination of whether or not a relationship existed 
 between variables of interest (Maree, 2007). 
 
Qualitative data consists of detailed descriptions of situations, events, interactions, 
direct quotations from individuals about their experiences, attitudes, beliefs, thoughts 
and excerpts or entire passages from documents, correspondence, records and case 
studies. Qualitative data are collected as open-ended narrative without 
predetermined or standardised categories (Maree, 2007).  Qualitative data from this 
research came from focus groups, open-ended survey questions and written 
documents and records.  The process for systematically analysing the qualitative 
data collected as part of this research is summarised as follows: 
 
Step 1: Coding – involves the coding of recurring words relevant to the research 
 question.  It involves determining the basic unit of analysis and counting 
 how many times each word or theme appeared. 
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Step 2: Categorisation – creating meaningful categories to which the codes could 
 be assigned. 
Step 3:  Classification – verifying that the codes could be easily assigned to the 
 appropriate categories.  This step emphasises reliability. 
Step 4: Comparison – comparing the categories in terms of word-count 
 frequencies and the performance or relevant statistical analysis. 
Step 5: Drawing theoretical conclusions about the content (Maree, 2007). 
 
Figure 3.2: Qualitative data analysis 
 
 
 
 
 
 
 
 
 
(Source:  Qualis Research.  Available at www.qualis@qualisresearch.com) 
 
3.6 VALIDITY AND RELIABILITY 
 
There are many forms of reliability, all of which will have an effect on the overall 
reliability of the instrument, and therefore the data collected.  Reliability is an 
essential pre-requisite for validity.  It is possible to have a reliable measure that is not 
valid; however, a valid measure must also be reliable. 
 
Burns and Grove (2001) mention different types of reliability including the following: 
 
• Test-Retest reliability – Compares results from an initial test with repeated 
 measures later on, the assumption being that if the instrument is reliable 
 there will be close agreement over repeated tests if the variables being 
 measured remain unchanged. 
Qualitative Data Analysis 
Notice Things 
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 About     Collect 
 Things  ↔  Things 
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• Tests for Homogeneity or Internal Consistency – Individual items in an 
 instrument measuring a single construct should give highly correlated 
 results, which would reflect the homogeneity of the items.  This can be 
 tested using the split-half form, whereby the items are divided into two 
 halves and correlated with a formula. 
 
3.7 ETHICAL CONSIDERATIONS 
 
There are a number of key phrases that describe the system of ethical protections 
that the contemporary research establishment has created to try to protect better the 
rights of the research participants.  The principle of voluntary participation requires 
that people not be coerced into participating in research.  Closely related to that is 
the requirement for informed consent.  Essentially, this means that prospective 
research participants must be fully informed about the procedures and risks involved 
in research, and must give their consent to participate.  Ethical standards also require 
that the researcher not put participants in a situation where they must be at risk of 
harm as a result of their participation.  Harm can be defined as both physical and 
psychological (http://www.socialresearchmethods.net/kb/ethics.php). 
 
There are two standards that are applied in order to help protect the privacy of 
research participants. Almost all research guarantees the participants’ confidentiality; 
they are assured that identifying information will not be made available to anyone 
who is not directly involved in the study.  The stricter standard is the principle of 
anonymity, which essentially means that the participant will remain anonymous 
throughout the study, even to the researchers themselves 
(http://www.socialresearchmethods.net/kb/ethics.php). 
 
3.8 CONCLUSION 
 
This chapter has described the research methodology to be followed and used to 
collect data as well as the tools to analyse and interpret data.  The chapter explained 
that a mixed method approach was conducted in the form of focus group interviews.  
The chapter further defined the population, sampling method and research design.  
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The data analysis method was also described, validity and reliability, as well as 
ethical considerations. 
 
Chapter Four present the findings from the focus group interviews. 
33 
CHAPTER FOUR 
INTERPRETATION OF RESEARCH FINDINGS 
 
4.1 INTRODUCTION 
 
In this chapter, the analysis and interpretation of the research data is presented.  The 
methodology described in the previous chapter provided the baseline for data-
gathering.  The presentation of data is systematically linked to the format of the self-
developed questionnaire attached in the appendix.  This chapter will focus on the 
analysis and interpretation of data that was collected for the study.  According to De 
Vos (1998), data analysis entails that the researcher break down data into 
constituent parts to obtain answers to research questions and to test hypotheses. 
 
The purpose of the study was to explore the reasons behind the involvement of 
women, in particular, to the use of informal savings as a tool for income generation 
and poverty alleviation. This research aims to: 
 
• Explore the features of stokvels that make them successful. 
• Determine why people choose to be members of stokvels. 
• Establish whether gender is an important criterion for stokvel membership. 
 
The data presented here were collected to answer four research questions.  The 
research questions explored were: 
 
• What types of informal savings do poor communities employ in order to 
 improve their lives and those of their families and communities at large? 
• Why do they choose to use these methods? 
• How does this impact in their financial status and poverty alleviation? 
• How important is the informal sector as a source of credit? 
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4.2 DESCRIPTION OF SAMPLE AND DISCUSSION OF THE RESULTS 
 
Data was collected by using questionnaires which were hand delivered to 
respondents, and interviews conducted at the homes of the organisers of the 
stokvels.  A letter of consent was attached and a covering letter explaining the 
research was attached to the questionnaires.  Appointments were scheduled in 
advance with the three groups.  The population of the study is a group of women who 
are members of different stokvels in Nelson Mandela Bay Municipality.  The number 
of members is estimated to run in thousands, but a random selection of 3 stokvels 
from the population was made.  The sample size then consisted of 120 respondents, 
although 39 questionnaires were not returned, thus reducing the number of returned 
questionnaires to 81.  The sample in this study includes women who are active 
members of three informal savings groups, with one group returning 39 
questionnaires, another one returning 26 and the last one returning 16 
questionnaires, totalling 81.  The respondents were women of different ages, marital 
status and qualifications. 
 
In this section, a mixed method research is reflected whereby the use of qualitative 
findings is employed to help clarify the quantitative results (Creswell, 2003).  The 
researcher analysed the data manually in order to organise, provide structure to and 
elicit meaning from the data.  The researcher created categories and codes from the 
data obtained from the focus group discussions. 
 
The respondents are a mixture of both literate and illiterate persons, and because of 
that, the researcher had to use both English and the home language of the 
respondents to explain the contents of the questionnaires and obtain the relevant 
information.  This exercise was time-consuming and tiresome; as a result the 
researcher could not stick to the time frames as stipulated in the schedule.  Provision 
had to be made for the extended period of data gathering in order to accommodate 
the bottlenecks encountered. 
 
There is a small margin between the married (35) and single (33) respondents which 
constitute about 84% (68) of the respondents, and the remaining 16% is that of both 
the divorced and widowed respondents.  The results further show that the lowest 
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salary earned by the respondents is between R0 – R2999, and the highest salary 
earned is between R10000 and above per month.  There are also a significant 
number of unemployed respondents (11) who participate in stokvels, who claim to 
receive financial assistance from their spouse, partner or adult children, as well as 
those who survive with government grants such as pension, child support or foster 
care.  The family size of the respondents varies between members with two 
dependants and those with more than five dependants in the family unit. 
 
The researcher collected data from the respondents using a structured interview 
schedule, which had the following sections: 
 
• Section A:  Biographical Information 
• Section B:  Socio-Economic Information 
• Section C:  Stokvel Operations 
 
4.3 SECTION A:  BIOGRAPHICAL INFORMATION 
 
The biographical data reflected the participants’ personal details in the form of age, 
marital status, education level, family size, employment and income.  Qualitative and 
quantitative data was obtained from the participants that are reflected in the following 
figures and tables. 
 
4.3.1 Age 
 
In the following figure (Figure 4.1) the age of the respondents are reflected. 
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Figure 4.1: Age 
 
Figure 4.1 shows the age of the participants in stokvels from three different groups. 
Stokvel A: has a total membership of 39, of which 10 fall in the age category 24-39, 
category age 40-49 has 15 members, category age 50-59 has 8 members and 60 
and above consists of 6 members. 
Stokvel B: has a total membership of 26, categorised as follows:  age 24-39 has 8 
members, 40-49 equals 7, age 50-59 equals 6 members and 60 and above equals 5 
members. 
Stokvel C: consists of 16 members with the following membership:  age 24-39 has 5 
members, age 40-49 equals 4 members, and age 50-59 has 5 members and age 60 
and above consists of 2 members. 
 
Stokvel A has the highest number of members of all three groups.  This is attributed 
to the fact that it has the longest life span of the groups that were interviewed, with 
members citing loyalty to group, and the trust put in the executive committee of the 
stokvel group.  Stokvel C has the least membership because it is quite a new group 
which was formed in the past two years, and is forging forward like the older groups.  
 
From the above statistics it can be deduced that stokvel membership is varied, and 
wide in scope, and participation is not confined to a certain age group, but applies to 
all and sundry, including pensioners.  In a sense this helps to give women their 
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financial independence from an early age.  This will be verified by the following figure 
depicting the marital status of the stokvel members. 
 
4.3.2 Marital status 
 
In Figure 4.2, the marital status of the respondents is reflected. 
 
Figure 4.2: Marital status 
 
Figure 4.2 depicts the marital status of the three stokvel participants. 
Stokvel A: 47% of its members are single, 38% are married, 5% are divorced and 
10% are widowed. 
Stokvel B: 35% are single, 46% are married, 15% are divorced and 4% are widowed. 
Stokvel C: 38% are single, 50% are married, 6% are divorced and another 6% 
widowed. 
 
The picture that is reflected in these statistics is that of a mixture of membership from 
all walks of life, with single women dominating in stokvel A, while married women do 
so in stokvel B and C.  The remaining minority is that of widows and divorcees, who 
also make strides as independent women in their own right.  It is very interesting to 
know that some of them just make it without any support from their immediate 
families. 
38 
4.3.3 Education level 
 
Figure 4.3 stipulates the education level of the respondents. 
 
Figure 4.3: Education 
 
Figure 4.3 shows the educational levels of the stokvel participants from the three 
groups as follows: 
In Stokvel A, members with tertiary and secondary education dominate the member-
ship of the group.  This could be attributed to the age group of the younger members 
in the age groups of 24 -39 and 40-49 that constitute the majority membership of this 
group. 
In Stokvel B, the majority of members are in the lower educational levels of the 
group.  It is assumed that because of those circumstances they rely on others for 
record keeping of their group. 
In Stokvel C, none of the members have any tertiary education, and only 12% has a 
secondary education. 
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4.4 SECTION B:  SOCIO-ECONOMIC INFORMATION 
 
4.4.1 Family size 
 
The family size of each respondent is depicted in Figure 4.4. 
 
Figure 4.4: Family size 
 
Figure 4.4 depicts the family size of the stokvel participants as follows: 
In Stokvel A, members with 4 dependents are in the majority, while members with 2 
dependents are the least.  This coincides with the high level of education in this 
group. 
In Stokvel B, the members with most dependents have 3 dependents, followed by 
those who have 4 dependents. 
In Stokvel C, as with the stokvel B, the demographics look the same. 
 
4.4.2 Employment 
 
The employment status of the respondents is shown in Figure 4.5. 
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Figure 4.5: Employment 
 
Figure 4.5 shows the employment status of the respondents, and the following 
picture emerged: 
Stokvel A has the highest number people who are employed in skilled and semi-
skilled professions, and this could be attributed to the educational qualifications in 
this category.   
Stokvel B has more people in the semi-skilled professions category, with the lowest 
in the unemployed category. 
In Stokvel C no one is employed in the skilled professions category, and the number 
of unemployed and semi-skilled respondents is equal.  The unemployed members 
who participate in the stokvel have alternative income, like the government social 
grant for children or foster care grant.  I think this is the trend that applies to most of 
the stokvels.  Some of them sited support from either their adult children, or a spouse 
or partner. 
 
4.4.3 Income 
 
Figures 4.6.1 to 4.6.3 depict the income levels of the respondents. 
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Figure 4.6.1: Stokvel A 
 
Stokvel A has the most members and is the oldest of the three that have been 
interviewed.  Of the 39 members, only 5 of them are earning R10 000 per month.  
Quite a significant number of them earn below R5000 per month but above the 
lowest level of between 0 and R2999.  Members who earn below R3000 per month 
could be the pensioners and some of the unemployed or self-employed in some way 
or another. 
 
Figure 4.6.2: Stokvel B 
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In Stokvel B, the highest income category is in the range of R3000 and R4999, 
followed closely by the next range of R5000 and R9999, and next in line is the lowest 
at lower than R3000.  Only 2 participants earn above R10000 per month. 
 
Figure 4.6.3: Stokvel C 
 
In Stokvel C, not a single respondent earns above R10000 per month, with the 
highest number in the lowest category that earns below R3000, followed by those 
who earn between R5000 and R9999 per month at almost half that number. 
 
4.5 SECTION C:  STOKVELS OPERATIONS 
 
Table 3:  Focus group schedule 
 STOKVEL A STOKVEL B STOKVEL C 
Date 01& 02 August 2011 09 &10 August 2011 15 August 2011 
Place KwaNobuhle Joe Slovo  Gunguluza 
Time of consultation 11h00 – 14h00 11h00 – 14h00 10h00 – 14h00 
No. of participants 39 26 16 
Total No. In group 50 45 25 
Years in operation 20 years 9  years 2 years 
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4.5.1 Question:  How long has the group been in existence? 
 
As indicated elsewhere in the report, three stokvels from the Nelson Mandela Bay 
Municipality were interviewed by the researcher, and the age analysis of the sample 
is 20 years, 9years and 2 years respectively. 
 
4.5.2 Question:  How are members recruited and selected? 
 
All three groups were unanimous in answering this question in that new members are 
recommended by the existing members.  This is because confidentiality is regarded 
in high esteem by the members.  They do not want to discuss their dealings with 
outsiders; therefore, new recruits will be trusted members who are known to the 
existing members. 
 
4.5.3 Question:  Do they have constitution/rules? 
 
Stokvel A and B have a written constitution, but Stokvel C, which is fairly new, often 
relies on verbal agreements amongst the group members.   
 
4.5.4 Question:  What is the frequency of meetings? 
 
The majority of the groups hold their meetings on a monthly basis, which is usually 
the first weekend after month end.  This, they explained, is to accommodate those 
members that rely on state grants for a source of income.  
 
4.5.5 Question:  Where do they meet?  Is it a fixed venue or do they rotate? 
 
All of the groups agreed that they always rotate their meeting venue amongst the 
members’ residences.  This is because of security reasons.  They don’t want 
outsiders to notice a trend of their meetings where large sums of money are usually 
handled. 
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4.5.6 Question:  How much money do they contribute when they meet? 
 
This question will be better illustrated in a diagram as the responses were varied to a 
certain degree.  Most of them indicated that there is a minimum requirement of 
contributions, depending on the affordability; some members contribute more than 
others.  In that case, the book-keeper should keep accurate records of the 
contributions in order to eliminate any discrepancies. 
 
Figure 4.7: Stokvel contributions 
 
Figure 4.7 illustrates the stokvel members’ contributions per month ranging between 
R50 and R500 or more.  Stokvel A, being the oldest of the three, and having more 
respondents who are formally employed, is the one that have member contributions 
that exceed R500 per month at the most. 
 
4.5.7 Question:  Who decides who gets what and when? 
 
All the groups agree that the list of beneficiaries and dates is decided on a 
predetermined schedule at the beginning of the cycle, usually in January of each 
year.  A list is kept by the Secretary of the group who works closely with the 
Treasurer and the Chairperson.  Nobody can change this agreement unless they 
seek the approval of the whole group.  This usually happens when there is a member 
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who has an unforeseen problem, and the request to swop their turn with the person 
whose “pot” is due at the time. 
 
4.5.8 Question:  Do they have defaulters in the group? 
 
Stokvel rarely have defaulters in the associations.  This notion is indicated by 
Lukhele (1990), where he states that default is rare in stokvels because they rely on 
trust for their survival, and therefore, most of them are careful to select members who 
are known to others in the group. 
 
4.5.9 Question:  If yes, how do they deal with such situations? 
 
If default does occur, the constitution does make provision for the committee 
members to take action against the defaulting member, in the form of consultation or 
making a phone call before deciding on taking any drastic measures. 
 
4.5.10 Question:  Do they experience any resignations? 
 
Resignations are not a common occurrence.  It is only in exceptional cases that 
resignations happen. 
 
4.5.11 Question:  What are the reasons for resignations? 
 
Usually members resign because of illness, unemployment and death.  In that case, 
if it is in the middle of the cycle, they are paid their contributions except interest. 
 
4.5.12 Question:  How is the stokvel money utilised by the members? 
 
This question also yielded a variety of responses from the members as illustrated in 
the following graph: 
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Figure 4.8: Uses of stokvel funds 
 
Figure 4.8 above illustrates that a large portion of the stokvel funds goes to financing 
of food for all the stokvel members.  This is followed by education, and then follows 
the celebrations which include traditional celebrations, weddings and birthdays.  Last 
on the list is the purchase of large household items like electrical appliances as well 
as furniture. 
 
4.5.13 Question:  Does your stokvel have a bank account? 
 
Surprisingly, all the groups have some form of a savings bank account which is not 
utilised to the fullest.  Some members indicated that the banks do not offer them the 
kind of interest that they generate on their own.  This is due to format the groups 
employ in order to generate interest for the group which is shared equally at the end 
of the cycle.  They state that the bank accounts are only used to deposit what is left 
on the table after the money has been distributed to members in the form of loans, 
usually charged at an interest rate of between ten and twenty per cent.  For those 
who use the format of pulling their resources and give all the contributions to one 
member, they usually set aside a certain portion that is also used as a loan to the 
club members, which also attracts a certain percentage of interest at the end of the 
month. 
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4.6 CONCLUSION 
 
Anderson and Baland (2000) state that the confidentiality of discussion and 
procedures matter a lot in all informal savings groups.  Members are usually not 
allowed to talk about the groups they belong to with others.  Such secrecy is clearly 
aimed at protecting members against theft or malfeasance, and also to ensure 
freedom of speech during the meetings, and to avoid the formation of hidden 
alliances outside the group meetings.  This is a common phenomenon that the 
researcher has observed with the groups that she has interviewed in the chosen 
location.  They always want assurance that what is discussed stays within the closed 
doors.  This is a request that the researcher had to observe as stated in the ethics 
considerations part of the report.  Anderson and Baland also observed the following 
excerpts which seem to dominate the discussions elsewhere: 
 
“Joining a merry-go-round (i.e. a local rosca) is the only way to save some money.  If 
I leave it at home, it will disappear.” 
“You cannot trust your husband.  If you leave money at home, he will take it.” 
“In our group, we have secret meetings.  Members cannot talk outside.  There are 
bad husbands who take the money, and do not provide their wives with food and 
basic goods.  People quarrel a lot.” 
“We wanted only women in the group, we are freer, and we can talk and laugh.  Men 
always want to take the lead.  They are like children.  They are not interested in 
improving the situation of the family.” 
 
This chapter discussed the interpretation of the research findings, including the 
categories with reference to the literature reviewed.  Chapter Five concludes the 
study and makes recommendations for practice and future research. 
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CHAPTER FIVE 
CONCLUSION AND RECOMMENDATIONS 
 
5.1 INTRODUCTION 
 
This chapter will present the conclusions based on the findings discussed in Chapter 
Four, in line with the aims of this study.  A summary of the findings will be provided 
regarding the use of informal savings, also known as ROSCAS, as income 
generating and poverty alleviation tool in Nelson Mandela Bay Municipality.  This 
chapter also proposes recommendations based on the findings. 
 
The key research questions pertaining to the study were outlined in Chapter One as 
follows: 
 
• What types of informal savings do poor communities employ in order to 
 improve their lives and those of their families and communities at large? 
• Why do they choose to use these methods? 
• How does this impact in their financial status and poverty alleviation? 
• How important is the informal sector as a source of credit? 
 
The set aims and objectives of this study were outlined as to: 
 
• Explore the features of stokvels that make them successful. 
• Determine why people choose to be members of stokvels. 
• Establish whether gender is an important criterion for stokvel membership. 
 
The previous chapters have provided the information necessary to fulfil the objectives 
of the study as well as to provide answers to the above research questions. 
 
5.2 CONCLUDING SUMMARY 
 
The research explored stokvels as an alternative, sustainable and self-sufficient tool 
which closes the gap between the demand and supply of microfinance in South 
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Africa.  The study identified the reasons that stokvels, which were believed to be 
popular in the past, and still are, because Black people in South Africa did not have 
access to formal financial institutions, remain popular long after the demise of 
apartheid.  The study revealed the features of stokvels that make them attractive and 
successful, as well as the escalating numbers of membership affiliation. 
 
The study investigated the unique characteristics of informal savings and credit 
associations, and their abilities to resolve the risk-associated problems of financial 
intermediary in previously disadvantaged communities.  These associations are not 
mere financial intermediaries, but also serve as socialising mechanisms for these 
communities.  These social links show a clear way the fundamental dynamics of the 
societies and how they respond to changes that confront them.  The persistency, 
sustainability and popularity of these savings schemes and associations are as a 
result of in-built strategies that are employed by the communities in order to adapt to 
the challenges that they are facing.  The study also revealed that a better 
understanding of the social structure of the communities and how these associations 
cope successfully with those problems of financial intermediation is necessary. 
 
What the literature provides on stokvels and ROSCAS was confirmed in this study, in 
that the stokvels’ success is far from being just about money, or the socialisation that 
is so prevalent in the literature, but can be attributed to the structure and purpose of 
the stokvels.  All the participants understand and are committed to that purpose; 
therefore, they ensure that they adhere to the rules.  The purpose of the stokvels 
studied is for the members to help one another to progress and develop, and that this 
can be achieved through trust, and ensuring that the right person is recruited to the 
organisation when the need arises. 
 
Because stokvels have a feature of forced savings, they have become popular to 
members in that it is possible for them to realise the goals they have set themselves 
at a certain period of time.  The proximity of members from each other serves as a 
personal attribute that makes things easier for members, as well as cost-saving 
because they do not have to spend money on transport when they have to meet. 
 
50 
5.3 LIMITATIONS OF THE STUDY 
 
No information was readily available or archived about the informal savings or 
ROSCAS in Nelson Mandela Bay Municipality that could be accessed.  As a last 
resort, the researcher contacted the Nelson Mandela Bay Business Chamber for 
assistance, but no one could assist with the information required (see Appendix B). 
 
5.4 RECOMMENDATIONS 
 
Stokvels thrive on forced savings.  If this concept can be applied by, say, the 
employers, this will help with the rise in the standard of living of the South African 
citizens.  Most employers want to reduce as far as possible, all third party payments 
from their payroll.  This is an adverse situation to what the government of the country 
is calling for at the moment that is, encouraging citizens to save more and reduce 
their spending habits. 
 
It is in the interest of the citizens of Nelson Mandela Bay Municipality to archive the 
financial activities of its inhabitants as this valuable information will be needed by 
future generations.  This can be done by creating a website or adding a link to the 
existing ones where the information is readily available for the users.  The 
phenomenon of informal savings is practiced in almost all the workplaces, whether in 
the tea-room or sometimes even in passages or corridors while others just carry on 
with their daily duties when doing so. 
 
For future research purposes, stokvels in various parts of the Municipality and South 
Africa as a whole need to be studied in order to identify and compare to the available 
literature the general success factors. 
 
In the Sunday Times, Business Times section dated the 06 November 2011, Deputy 
Minister of Finance Nhlanhla Nene, says that savings behaviour corresponds with the 
level of education, which is why the government is trying to increase the level of 
financial literacy is South Africa.  This could not be further from the truth, as observed 
in this study of informal savings because most participants are semi/or illiterate and 
some are unemployed, but they try their utmost best to save the little they have in 
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order to improve their living standards.  Take for instance a case of ordinary factory 
workers, or semi-skilled labour, who works for a pittance.  These people are very 
conscious of the effects of having savings for the rainy day.  This usually takes the 
form of investing into life policies and short-term savings like funeral schemes. 
 
5.5 CONCLUSION 
 
This research investigated the informal savings as income generation and poverty 
alleviation tool in Nelson Mandela Bay Municipality.  This was done by looking at the 
ROSCAS that operate within the municipality comprising of groups selected and 
greed to participate in KwaNobuhle, Gunguluza and Joe Slovo Townships. 
 
The investigation has shown that there is a gap that is left by the formal financial 
institutions in servicing these communities.  The participants in this study did not use 
their savings for day-to-day consumption, but instead for fixed consumption like 
education, buying large items like furniture and appliances, celebrations like 
weddings, traditional affairs or Christmas season.  In terms of improving their living 
standards, it is evident in that the investments that they make help them to 
accomplish their goals. 
 
In an article of Fin24 dated the 06 July 2011, mention is made of the role of banks in 
trying to penetrate the stokvel market.  Seth Maanda, head of client experience at 
First National Bank says, “Blacks did not have access to banks, to the extent that 10 
years ago finding a branch in townships would have been unheard of.  FNB and its 
rivals are looking to funnel the billions of rands stuffed under the mattresses into 
deposits.  The bank holds over R1bn in stokvel accounts nationwide, and has helped 
customers formalise their savings groups.”  Coenraad Jonker of Standard Bank says 
“While analysts say the rate of household savings is low – about a quarter of the 
population is unemployed – such estimates do not take into account stokvels.  The 
issue is not that they don’t save – it’s that we don’t see it in the bank.  People invest 
in stokvels, put money under the bed and invest in their homes.”  
(http://fin24.com/Money/Money-Clinic/stokvels-to-the-rescue-20110706). 
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APPENDIX A 
COVERING LETTER FOR ANONYMOUS SURVEY 
 
01 June, 2011 
 
Dear Respondent, 
 
I am a student in the Department of Business and Economic Sciences at Nelson 
Mandela Metropolitan University, and I am conducting a study of informal savings as 
income generating and poverty alleviation tool in Nelson Mandela Bay Municipality.  
The objective of the study is to attempt to understand why people use this 
mechanism of savings instead of going the formal traditional route, and why are 
these formations so successful. 
 
Enclosed with this letter is a brief questionnaire that asks a variety of questions about 
your affiliation to these organisations.  I am asking you to look over the questionnaire, 
and if you choose to do so, complete the questionnaire and give it back to me in the 
enclosed envelope. 
 
If you choose to participate, DO NOT write your name on the questionnaire.  I do not 
need to know who you are and no one will know whether you participated in this 
study.  Your responses will not be identified with you personally.  
 
I hope you will take a few minutes to complete this questionnaire.  Your participation 
is voluntary and there is no penalty if you do not participate. 
 
If you have any questions or concerns about completing the questionnaire or about 
participating in this study, you may contact me at 0415044332, 0738638696 or 
Salome.Netnou@nmmu.ac.za. 
 
Yours sincerely 
Ntombomhlaba Salome Netnou 
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PARTICIPANT CONSENT FORM: 
 
RESEARCH PROJECT TITLE:  Investigating informal savings as income generating 
and poverty alleviation tool in Nelson Mandela Bay Municipality. 
 
1. I have read the information letter for this study and have had details of the 
 study explained to me. 
2. My questions about the study have been answered to my satisfaction, and 
 I understand that I may ask further questions at any time. 
3. I also understand that I am free to withdraw from the study at any time, or 
 to decline to answer any particular questions in the study. 
4. I agree to provide information to the researcher under the conditions of 
 confidentiality as set out in the information sheet. 
5. I wish to participate in this study under the conditions as set out in the 
 information sheet. 
6. I consent to the information collected for the purposes of this research 
 study to be used for any other research purposes. 
 
Participant’s Name : ________________________________________ 
 
Participant’s Signature : ________________________________________ 
 
Date    : ________________________________________ 
 
Contact Details  : ________________________________________ 
 
Researcher’s Name : ________________________________________ 
 
Researcher’s Signature : ________________________________________ 
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APPENDIX B 
 
 
 
Please mark the applicable block with an [X]. 
A1.  Age: 
24-39  
40-49  
50-59  
60 & above  
 
A2.  Marital status: 
Single  
Married  
Divorced  
Widowed  
 
A3.  Education levels: 
Primary  
Secondary  
Tertiary  
No formal  
 
 
 
B1.  Family size: 
M+2 dependants  
M+3 dependants  
M+4 dependants  
M+5 dependants  
 
SECTION A:  BIOGRAPHICAL INFORMATION 
SECTION B:  SOCIO-ECONOMIC INFORMATION 
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B2.  Employment status: 
Skilled  
Semi-skilled  
Self-employed  
Unemployed  
Pensioner  
 
B3.  Monthly Income levels: 
R0-R2999  
R3000-R4999  
R5000-R9999  
Above R10000  
 
 
 
C1.  How long has the group been in existence? 
<20 years  
<10 years  
<5 years  
<1 years  
 
C2.  How are members recruited and selected? 
Recommended by existing members  
Invite applications  
Recruited by neighbours  
Recruited by colleagues  
 
C3.  Do you have a constitution? 
Yes  
No  
 
SECTION C:  STOKVEL OPERATIONS 
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C4.  What is the frequency of holding meetings? 
Weekly  
Fortnightly  
Monthly  
Quarterly  
 
C5. Where do you hold your meetings? 
Fixed venue  
Rotate  
Volunteer  
 
C6.  How much money do they contribute? 
R50 or more  
R100 or more  
R200 or more  
R500 or more  
More than R500  
 
C7.  Who decides on who gets what and when? 
Committee  
All members  
Personal request  
President  
 
C8.  Do you have defaulters in the group? 
Yes  
No  
 
C9.  If yes, how do you deal with such situations? 
Legal action  
Send committee  
Forfeit the money  
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C10.  Do you experience any resignations? 
Yes  
No  
 
C11.  What are the reasons for resignations? 
Illness  
Unemployment  
Relocation  
Death  
 
C12.  How is the stokvel money utilised? 
Food  
Education  
Large Items  
Celebrations  
 
C13.  Does your stokvel have a bank account? 
Yes  
No  
 
C14.  If yes, how often do you use these facilities? 
Monthly  
Never  
Very rare  
 
